North Carolina's furniture manufacturing industry has contracted in recent years as imports have gained a greater share of the domestic furniture market. Rapid growth of the furniture industry in China and a surge in exports from that country to the United States in particular have contributed to plant closings and consolidation of operations in the state. North Carolina's furniture manufacturers are adapting to the emergence of global competition and are developing new corporate strategies to better compete. The reviews expressed herein are not necessarily those of the Federal Reserve Bank of Richmond or the Federal Reserve System.
Whither North Carolina Furniture Manufacturing?
Furniture manufacturing has a long and storied tradition in North Carolina. From modest origins in the late 1800s, the state's furniture industry expanded during the twentieth century to rank among the largest and most prosperous in the nation. High Point, Hickory, Drexel, Thomasville and other small North Carolina towns became focal points of the United States furniture craft during the period. And prosperity in the industry helped raise standards of living in a state that was once among the poorest in the nation.
Along with textiles and tobacco processing, furniture manufacturing became symbolic of North Carolina's industrial progress and the South's efforts to spur economic development in the twentieth century. While the furniture manufacturing sector in North Carolina is unlikely to disappear any time soon, output and employment at facilities in the state could very well shrink further in coming years. More and more domestic firms are choosing to manufacture abroad, importing furniture and marketing it under their own brands. In addition, foreign manufacturers are increasingly bypassing domestic manufacturers completely by selling directly to U.S. retailers or establishing their own retail stores in the United States. Foreign imports already account for 48 percent of sales of wooden household furniture in the U.S., up from only 25 percent in 1993 (Mann, Armistead, and Epperson 2003, 9) . This rapid growth of imports of wooden household furniture has had a particularly large effect on production in North Carolina where the manufacture of wooden bedroom and dining room furniture makes up an especially large portion of furniture manufacturing activity.
An increasingly global furniture industry presents exceptional challenges for North Carolina's furniture manufacturers. Those companies that decide to import furniture from abroad must address a host of quality control and logistical issues in delivering their products to U.S. customers. Companies that choose to continue to produce furniture domestically must concentrate on cutting production costs, improving product quality or otherwise modifying operations to manufacture a product competitive in price and quality with foreign imports. The more intense competitive environment has resulted in extensive evaluations of corporate structure as well as an increase in mergers and acquisitions in the U.S. furniture industry since 2000.
This article examines the transformation of North Carolina's furniture manufacturing industry in recent years and places the changes in the industry in historical context. By talking with manufacturers and industry analysts and piecing together data on industry size and performance, the extent of the contraction of the state's furniture manufacturing industry is captured and portrayed. This portrayal is necessarily incomplete; furniture manufacturing data at the state level are somewhat sparse and many furniture manufacturers are small, privately held companies that do not disclose operating or financial data. Evidence available, however, suggests that the rapid growth of furniture imports in the last few years has had a profound effect on North Carolina's furniture manufacturing industry.
INDUSTRY ORIGINS
Throughout most of the 19 th century, furniture making in North Carolina was a cottage industry-craftsmen in the region made furniture by hand, in limited quantities, and usually for sale only within the local community. Such furniture was generally of plain design, and while adequate to meet basic household needs, often lacked the quality of construction and finish of furniture for sale in urban areas in the northeastern or midwestern United States. By the middle of the 19th century, furniture making began moving from small carpentry and cabinet shops to factory floors in a number of urban areas in the U.S., supplying a rapidly expanding consumer class with mass produced furniture. North Carolina businessmen, many of whom were already supplying lumber to furniture manufacturers in the North, saw an opportunity to expand the value of woodworking and lumber businesses and began establishing their own mechanized furniture making operations in the 1880s.
Among the earliest furniture factories in the state was the High Point Furniture
Company in High Point, N.C., established in 1888 by lumber salesman Ernest Ansel Snow and several local merchants (Lefler and Newsome 1963, 482) . Brothers William and David White were also instrumental in establishing the industry, opening a small factory in Mebane, N.C., in the 1880s (Hobbs 1958, 119 By 1925, North Carolina was producing more wooden furniture than any other state in the nation. It ranked fifth in the value of furniture production overall (Lefler and Newsome 1963, 549) . This remarkable success was due in part to plentiful timber in the region. Oak, cherry, poplar, ash, maple, and walnut trees, all species well-suited for furniture production, grew in abundance in the central and western counties of North
Carolina. An ample supply of southern laborers willing to work for steady, albeit low, factory wages also played a key role in the industry's success. Just about any job at a furniture factory was an attractive alternative to arduous farm work and the vagaries of farm income.
A third factor in the rapid development of the furniture industry in central and western North Carolina, and one sometimes overlooked, was the existence of reliable rail transportation. The rail system enabled a heavy and bulky product such as furniture to be Carolina as well as in several other southern states including Virginia, Georgia, and Texas, from "the cheap kitchen table to the high priced piano-finished parlor suit" (Korstian 1926, 10) . And the introduction of higher quality furniture lines allowed southern manufacturers to expand into northern and western markets, while retaining dominance in local markets.
GROWTH AND CHANGE
Firmly established by the 1920s, the furniture manufacturing industry in North Carolina entered a period of general prosperity and growth. North Carolina manufacturers were selling furniture well beyond the South by then, allowing them to share in the prosperity of the nation during the period. Rising incomes, an expanding middle class, and a home building boom brought a surge in demand for the moderately priced wooden furniture produced by most North Carolina firms.
Output from North Carolina factories nearly doubled during the 1920s in response to the rapid rise in demand for furniture. New factories were built and improved production methods were implemented to wring additional output from existing factories.
Woodworking equipment was more sophisticated by the 1920s and furniture factories much better designed, in some cases emulating mass production techniques used in the automobile industry. Moreover, refinements in drying techniques and finishing processes and greater use of waterproof resin glues contributed to improved furniture quality (Hobbs 1958, 120) .
Unfortunately, the unprecedented prosperity of the 1920s in the United States 60,000 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 . The majority of these workers also remain engaged in the production of household furniture; predominantly wooden bedroom and dining room sets. According to 2001 employment data from the Census Bureau, North Carolina had almost 60,000
people employed making household furniture. In addition, more than 10,000 people in the state produced office furniture, placing it third in that category of production. Whether North Carolina manufacturers will be able to compete successfully against Chinese manufacturers remains to be seen. Chinese producers clearly have an advantage in lower labor costs. According to Robb and Xie, the average wage of furniture production workers in China is about 4 percent of that of furniture workers in the United States. Labor productivity in China, however, remains relatively low, despite improvements in automation and increased privatization of industry in recent years.
Gross value added per employee in Chinese furniture manufacturing in 1997 was only 5 percent of that in the United States (Robb and Xie 2003, 486) . But productivity is continually improving; Chinese furniture workers are becoming increasingly skilled and the newer furniture plants in the country have equipment as good as or better than equipment in manufacturing facilities in North Carolina.
NORTH CAROLINA MANUFACTURERS RESPOND
The 
FURNITURE MANUFACTURING PROSPECTS
The transformation of North Carolina's furniture manufacturing industry in response to global competition is well underway. A new industry is emerging, one with leaner domestic operations, greater reliance on imports, and a better focus on customer service.
Companies with strong brand names, such as Thomasville and Broyhill, or those that make substantial improvements in distribution channels will likely have a greater chance of long-term survival, as will companies that can specialize in product niches.
The long-term outlook for domestic production in North Carolina also depends on whether future productivity gains at furniture manufacturing plants in the state will be enough to offset the lower labor costs that are likely to persist in foreign countries.
Competition from abroad has already prompted considerable change at some North Carolina facilities and there is an economics literature that suggests that foreign competitors can spark greater increases in productivity and technical efficiency (Traca 2002, 2; Grossman and Helpman 1991, 342) . But predicting patterns of productivity change is difficult at best, particularly in light of a rapidly changing furniture industry and evolving policy toward furniture tariffs. What's more, rising productivity is no guarantee that more layoffs and plant closings won't be in the offing. North Carolina companies, particularly those targeting low-to-middle priced furniture segments, will likely remain under intense competitive pressure for some time to come.
